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BEFORE THE VIRGINIA GAS AND OIL BOARD

APPLICANTS:

RELIEF SOUGHT:

Hurt McGuire Heirs ("Heirs" ) and
Consolidation Coal Company
("Consolidation" )

)
)
)
)
)

Issuance of an Amended Supplemental )
Order Amending Prior Orders Affecting )
Drilling Unit 9-41 Located in tbe Oakwood )
Coalbed Methane Gas Field I, )
Buchanan County, VA (herein "Subject )
Drilling Unit" to Provide: )
(1)Calculation of Funds Unit Operator )
Deposited into the Escrow Account for )
of Subject Drilling Unit by Tract )
Subaccounts; )
(2) to Applicants a Royalty )
Accounting; and )
(3) Disbursement to the Heirs and Consoli- )
dation in Accordance with Their Royalty )
Agreement Those Funds Deposited by the )
Unit Operator into Subject Drilling Unit's )
Escrow Subaccount for VGOB Tract 2 )

DOCKET NO.
VGOB 93-0216-0327-01

REPORT OF THE BOARD

FINDINGS AND ORDER

Hearinu Date and Place: This matter came on for final hearing before the Virginia Gas and Oil
Board (herein "Board") at 9:00 a.m. on November 19, 2002 at the Southwest Virginia Higher
Education Center on the campus of Virginia Highlands Community College, Abingdon, VA.

Annearances: Mark Swartz, Esq. of the firm Swartz and Stump L. C. appeared for the Unit

Operator; and Sharon M. B.Pigeon, Assistant Attorney General, was present to advise the Board.

Jurisdiction and Notice: Pursuant to Va. Code EE 45.1-361.1et seq., and in particular Va. Code

8 45.1-361.21and 45.1-361.22,the Board finds that it bas jurisdiction over the establishment and
maintenance of an escrow account, with tract subaccounts, for each of the coalbed methane gas
drilling units established by the Board through its field rules that are subject to a Board pooling
order. Further, the Unit Operator is required to deposit, as applicable, those funds specified in Va.
Code G 45.1-361.21.D.,45.1-361.22.A.2,45.1-361.22.A.3and 45.1-361.22.A.4into the applicable
escrow tract subaccounts. Tbe Board finds that: (I) while it does not have jurisdiction to resolve
conflicting claims to the ownership of the Coalbed Methane Gas produced by the Unit Operator
fmm wells located on Subject Drilling Unit, and (2) while it does not have jurisdiction to interpret
agreements by and between the Gas owners/claimants and/or the Unit Operators or to abridge or
contravene the provisions of such agreements, (3) pursuant to Va. Code l 45.1-361.22.A.5,the
Board does have jurisdiction and authority to disburse funds I'rom the Escrow Account provided
thc Board has been provided with a final decision of a court of competent jurisdiction adjudicating
the ownership of coalbed methane gas as between the conflicting claimants or an agreement
among all claimants owning conflicting estates in the tract in question or any undivided interest
therein.
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4.1.On April 5, 1993, the Board executed its order pooling all interests in the Subject Drilling
Unit for the production of occluded natural gas produced Rom coalbeds and rock strata
associated therewith (herein "Gas") in accordance with the provisions of Va. Code $ $ 45.1-
361.21 and 45.1-361.22 (herein "Pooling Order" ). The Pooling Order was filed with the
Clerk of the Circuit Court of Buchanan County on April 8, 1993 in Deed Book 406 at Page
475. The Board designated Pocahontas Gas Parmership as the Unit Operator of the Subject
Drilling Unit. The Pooling Order was amended and supplemented by the Board's
Supplemental Order Regarding Elections executed on December 6, 1993 that was filed with
the Clerk's Office on December 16, 1993 in Deed Book 416 at page 796 ("Supplemental
Order" ) (hereafter the Pooling Order and Supplemental Order are collectively referred to as
"Pooling Order" ).

4.2 To the extent claims to the Gas were in conflict, pursuant to Va. Code B 45.1-361-22
payments attributable to said conflicting claims/interests were ordered deposited by the Unit
Operator into the escrow account established by the Pooling Order (herein "Escrow
Account" ). According to the Pooling Order, the coal fee ownership of the Heirs and the oil
and gas fee ownership of Consolidation in a 23.84-acre tract known as VGOB Tract 2 were in
conflict and became subject to the escmw requirements of the Pooling Order.

4.3 The Unit Operator's Alfidavit Regarding Escrow and Supplemental Order dated July 11,
2002, a copy of which is attached to and made a part hereof, states under oath:

"That after the pooling hearing held in the captioned matter, the Hurt McGuire Heirs and
Consolidation Coal Company entered into a royalty split agreement; that by the tenne of said
agreement escrow regarding the conflicting claims of the Hurt McGuire Heirs and
Consolidation Coal Company is no longer required."

4.4 By letter dated October 22, 2002, the Board gave notice to the Heirs, Consolidation, the Unit
Operator and the Escrow Agent that on its own motion it would take the Affidavit referred to
in Paragraph 4.3 above under consideration at its hearing on November 19, 2002 and consider
whether to: (1)amend the Pooling Order to provide for the disbursement of funds on deposit
in the Escrow Account attributable to Tract 2 to the Heirs and Consolidation in accordance
with the terms of their split agreement, and (2) delete the requirement that the Unit Operator
place future royalties attributable to Tract 2 in the Escrow Account. Further, the Board
ordered the Unit Operator to file with the Board a complete accounting of funds it has placed
on deposit in the Escrow Account.

4.5 The Unit Operator filed the attached accounting for Subject Drilling Unit's Escrow Account
with the Board ("Accounting" ).

5. Flndinusi

5.1.Va. Code 45.1-361.22.5provides:

The Board shall order payment ofprincipal and accrued interests, less escrow account fees,
Pom the escrow account to conflicting claimants within thirty days ofreceipt ofnotification of
(i) a final decision ofa court ofcompetentj urisdiction adjudicating the ownership ofcoalbed
methane gas as between them or (ii) an agreement among a/I claimants owning conflicting
estates in the tract in question or any undivided interert therein. The amount to be paid to the
conflicting claimants shall be determined based on the percentage ofownership interest of the
conflicting claimants as shown in the operator 's supplementalflling made part of the pooling
order that established the escrow account, the operator's records ofdeposit s attributable to
those tracts for which funds are being reguested, and the records of the escrow account for
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the coalbed methane gas drilling unit. The interests of any cotenants who have not entered
into an agreement shall remain in the escrow account.

5.2 The Unit Operator has certified and represented to the Board that:

(I) The Heirs are the sole owners of the coal estate underlying VGOB Tract 2 of the Subject
Drilling Unit;

(2) Consolidation is the sole owner of oil and gas estate underlying VGOB Tract 2 of the
Subject Drilling Unit;

(3) that together the Heirs and Consolidation claim to have and own, in the aggregate, the
following Gas royalty interest in Subject Drilling Unit by virtue of their respective
ownership interests in Tract 2:

VGOB Tract ¹ Interest In Unit Percent of Escrowed Fund Attributable to:
Escrow Tract 2 ss of 10/25 /02

2 29.8000 /o 72.6608 /o $ 27,463.28

(4) that the Heirs and Consolidation have entered into an agreement to split on a 50/50 basis
royalties attributable to their conflicting claims to coalbed methane gas, including but not
limited to their conflicting claims to ownership of coalbed methane gas underlying
VGOB Tract 2 of Subject Drilling Unit and their conflicting claims to bonuses and/or

royalties deposited by the Unit Operator in the Escrow Account which are attributable to
said tract.

6. Relief Granted:

6.1.For the reasons sct forth in Paragraph 4 and 5 above, and based upon the Accounting, the
Escmw Agent is ordered to (I) disburse fifty percent (50%) of the funds attributable to the
VGOB Tract 2, being 36.3304 percent of funds on deposit in the escrow account, to the Hurt
McGuirc Heirs, c/o Charles Grccn, P. O. Box 1067, Bluefield, VA 24605, and (2) disburse
fifty percent (50%) of the funds attributable to the VGOB Tract 2, being 36.3304 percent of
funds on deposit in the escrow account, to Consolidation Coal Company, P. O. Box 947,
Bluefield, VA 24605.

6.2. The Exhibits E and EE to the Pooling Order are deleted in toto and replaced with the Exhibit
E and EE attached to the Aflidavit. Further, the Supplemental Order filed in this cause is
hereby modified to delete the requirement that payments attributable to the Heirs'nd
Consolidation's conflicting coalbed methane gas ownership interests in VGOB Tract 2 be
deposited by the Unit Operator into the Escrow Account. To the extent not specifically
granted herein, any other or further relief is denied.

7. Conclusion:

Therefore, the requested relief and all terms and provisions set forth above in Paragraph 6 above be
and hereby are granted and IT IS SO ORDERED.

8. Anneals:

Appeals of this Order are governed by thc provisions of Va. Code 8 45.1-361.9which provides that

any order or decision of the Board may be appealed to the appropriate circuit court and that whenever a
coal owner, coal operator, gas owner, gas operator, or operator of a gas storage field certiTicated by the
State Corporation Commission is a party in such action, the court shall hear such appeal de novo.
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9. Effective Date: This Order shall be effective on the date of its execution.

DONE AND EXECUTED this ~P day of ~~2003, by a majority of the Virginia Gas

Chairman, Benny ghVampler /
DONE AND PERFORMED this ~@day of I ~W, 2003, by an Order of this Board.

wJ~~~~L
IP.'R. Wilsdn
Principal Executive to the StafF
Virginia Gas and Oil Board

COMMONWEALTH OF VIRGINIA )
COUNTY OF WISE )

Acknowledged on this~day o~M 2003, personally before mc a notary public in
and for tbe Commonwealth of Virginia, appeared Benny R. Wampler, being duly sworn did depose and say
that he is Chairman of the Virginia Gas and Oil Board, that he executed the same and was authorized to do
so.

My Commission expires: gf~J~

Susau u. u
Notary Public

COMMONWEALTH OF VIRGINIA )
COUNTY OF WASHINGTON )

Acknowledged on this ~P day ofWLn~, 2003, personally before me a notary public
in and for tbe Commonwealth of Virginia, appeared B. R. Wilson, being duly sworn did depose and say
that he is Principal Executive to the Staff of the Virginia Gas and Oil Board, that he executed the same and
was authorized to do so

My commission expiresg+~

Diane J. Davis
Notary Public

Order Recorded Under Code ofVirginia Section 46.1-361."~g
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VIRGINIA:
SUPPLEMENTAL AFFIDAVIT RE CBM UNIT Q-41

BEFORE THE VIRGINIA GAS AND OIL BOARD

Applksrtion ofPochontas Gas Panership for Fomsd Pooling of nterests in CBM Unit O-41
VGOB-93-0216-0327 in the Garden District ofBuchanan County, Virginia

AFFIDAVIT OF POCAHONTAS GAS PARTNERSHIP (herein "Designated Operaua")
REGARDING ESCROW AND SUPPLEMENTAL ORDER

Leslie K. Arrington, being first duly sworn on oath, deposes and says:

1turt your tdflant is employed by Consol Energy Inc. as a Gas Engineer and is duly authorized to make this tdfldavit

on behalf ofPOCAHONTAS GAS PARTNERSHIP, the Designated ~
That the Order entered on December 6, 1993,by the Virginia Gas and Oil Board (hereinagw "Boar~ regarding the

aptioned CBM Unit required the Applicant to tender to the Escrow Agents funds attribuntble to the rights, interests and

claims ofthe persons idenflfled in the annexed Exhibit E as subject to escrow under the Board's Order pooling the

captioned Unit, Board Reguhrtmns and the Code ofVirginia;

That afler the pooling hearing held in the aptioned ouster, the Hurt McGuire Heirs and Consolidation Coal

Company entered into a royalty split agreement; that by the terms ofsaid agreement escrow regarding the conflicting

claims of tbe Hurt McGuire Heirs and Consolidation Coal~is no longer required;

Ttun annexed hereto are revised Exbtbbs E and EE;

Tltst the Desigaated Operator bas heretofore Sled its petition seeking the disbursement flom escrow ofall funds on

deposit attributable to the conflicting claims ofthe Hurt McGuire Heirs and Consolidation Coal Company ttz the
Designated Operator is preparing its petition seeking disbursement &om escrow of all funds on deposit atn'ibutable to
the contflcthtg claims ofsaid respondents and will flle same at its earliest opptutdnity, and

That tbe annexed supplemental order provides dist the payment offunds subject to dte annexed royalty split
ageemern shall be made to the said parties thereto rather flum to the Escrow Agent.

Dated at Tazewell, Virginia, this //~ day of
ysj

/
2002

Leslie K. Arringfqrf

Taken, subscrilred and sworn to belbre me by Leslie K. rrington as Gas Engineer ofConsol Energy Inc., on behalf of
the corpoate Designated Operator, this //vrr day of ~el r-'f , 2002.

Mycommissionexpires: ~v ~/ Zing.r
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Unit 041

Doctmt SVGOB4$42164227
L)st of Confgoting Owners/Chhrmnls with RoyaMy Split Agreements
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Interest ln

Unk

(1) Hurt McGu'ee Heirs
o/o Charles Green
P.O. Burr 1067
Btragrdd, VA 24605

OIL S GAS FEE OWNERSHIP

(1) Consofrdabon Coal Company
P.O. Barr 947
Suefadd, VA 24605

Page 1 of 1 11/16/02



ExMblt E
Unit 141

""" ~@'A" ~~

Tract ¹3 - 3.82 scms

COAL FEE OWNERSHIP

(1) Hurt McGuire Hairs

c/o Charles Green
P.O. Bcx 1067
Bkardekl, VA 24605

OIL 8 GAB FEE OWNERSHIP

4.T/50% 11.6428%

(1) W. B. McDonakl
30 Rogng Hills

Hagsr HB, KY 40122

Tract ¹4 ~ K1¹acme

4.7750% 11.6428%

(1) Hurt McGuirs Heirs
c/o Charles Green
P.O. Box 1067
Buedekl, VA 24605

5.15 acres 6.4375% 15.6964%

(1) Norfdk Southern arporatm
185 Spring Skera
Atlanta, GA 30303

5.15 acres 64375% 15.6964%

Page1 d1 11/1 8/02
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$05.54
$00.58
SXLM
SMAO
$05.84

$113.42
$1OT.SI
$1M.23
$113.31
SS4.85
$00.90
$93.98
$80.91
$$L73
$74AB
$72AB
$56.26
$40.$4
$30.58
$42.53
$25.24
$1$.78
$20.0T
$23.$l

$19.M
$1LO4
$20.18
$1LM
$800
SO.M

$15.828.74
$1S.797A1
$1LOM.22
$1L18L4I
SIB.BSIAS
$1LMT.SS
$17.142.42
$17A63.78
$17.$XL17
$18.0$7.79
N82$ KIXI
NSA79.22
$1L856.4l
t1LMT.M
SILI84
$10.370AO
SIL783AZ
$202%Lao
$2LZST.M
$2L043.M
$21.253.4I
$21.811.M
SSLML57
$22A41.64
$22.94S.78
SZS.M2.M
$24A2T.SS
$2L10128
$25.$ÃI.SI
$2$.7M~
$27.62L32
$28.877.SS
$30Hnet.M
$31.18L58
$31.979.21
$32.M3.12
$33.512.00
$34.020.10
$34.4SL04
$34.82L38
SSL043.SI
SSL254.$I
SSL4KL41
SSLML73
SSLM1.70
SSLI41
$38~.81
$36.81L42
SM.S10.10
$37.1$L50
t37.500.17
$37.507.07

$15.628.96
ste.eer.se
$17.131.90
$17.443.2S
$17.701.$5
$1$.OZT.27
$18.271.48
318AM.TO
$18.644.06
$1$.847.37
$19.01$.12
$19.350.58

$20.220.30
$20.286.57
$20.033.08
$21.242.94
$21.600.74
$21.906.05
$22.431.12

$37.796.55

VIRGINIA: In the Cler+ Pffice of the Ci uit Court of Buchanan County. The foregoiog instrument
was this day presented in thgeipp+oresaid ', e er tgitft the certificate of acknttwled mtnetftd,
admitted to recffrd+II( n day of t C/~w, 20 /7 / e VEI.M
Deed Book No~~ and page No. Cs /. S /'.J>mes M. Bevins, Jr., Clerk
Returned to: / I ~ Jdo P' TE~/ (r I


